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Because NGOs may register either at the 
national or local levels, the precise number 
of registered organizations is unknown. 
Experts estimate, however, that approxi-
mately 30,000 groups are registered, of 
which 4,000 are active. Ukrainian NGOs 
work on a variety of issues from social 
services and public policy to culture and 
politics, representing every demographic 
group. As is the case elsewhere as well, 
NGOs in the capital and oblast centers are 
the most developed, while those in smaller 
towns or rural areas are less so. Unique to 

The Third Sector in Ukraine has matured 
over the past year in certain fundamental 
regards. The legal environment was im-
proved through the introduction of 
changes that make it easier for NGOs to 

earn income. Or-
ganizational capac-
ity and advocacy 
skills have im-
proved as evi-
denced by more 
regular cooperation 
among NGOs and 
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Ukraine are certain geographical differ-
ences. Many experts generalize that civil 
society is more vibrant in major urban ar-
eas as one moves west, even though 
western oblasts have weaker economies 
than the resource-rich east. This is gener-
ally attributed to socio-historical factors 
such as Western Ukraine’s experience 
under different political systems as bor-
ders shifted. Among the influences on this 
part of Ukraine were early Polish experi-

growing efforts to 
 strategic planning. In addition, in-
ate support organizations (ISOs) 
viding more advanced training, fur-
ucing the need for foreign trainers. 
 areas where the Third Sector re-
eakest relate to financial viability 

blic image. Deep dependence on 
unding persists and broad public 
anding of and support for NGOs 
 weak.  
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ments with democracy, the long-time sup-
port for an independent, democratic 

Ukraine, and a long tradition of private 
property. 

 
LEGAL ENVIRONMENT: 4.5 
     
The legal environment in Ukraine remains 
a challenge to NGO sustainability, but this 
year witnessed some significant improve-

ments. First, regis-
tration has become 
a largely perfunc-
tory process and 
time delays have 
decreased, gener-
ally taking several 
weeks and at most 
only 2 months in 

Kyiv and certain oblast centers. In past 
years, the process could take six months 
or more. Delays or refusals are commonly 
based on applications being incomplete, 
but such issues are usually easily rectified. 
There were no known instances of forced 
dissolution of an NGO over the past year.  
  
Second, tax regulations have been im-
proved. In summer 2002, the tax authori-
ties issued a new reporting form that more 
clearly allows NGOs to report non-taxable 
earnings. Previously, procedures for capi-
talizing on small legal loop holes for NGOs 
were ill-defined and difficult to use. Unfor-
tunately, few NGOs are aware of the fact 
that they can earn income under specific 
conditions or of the changes in tax forms. 
Thus, this opportunity remains largely un-
tapped. As in the past, grants are not 
taxed in Ukraine except on salaries paid to 
staff or consultants from these funds.  
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Third, legislation now allows NGOs regis-
tered as charitable organizations to create 
endowments and businesses can receive 
deductions up to 4% of their profits for 
their contributions to such organizations. 
While this may benefit mature social ser-
vice NGOs who are generally registered 
as charitable groups, many NGOs, such 
as advocacy groups and associations, 
must register as public organizations; 

therefore, this benefit is not extended to 
them. Another change is that individuals 
receiving aid (e.g. money to pay for medi-
cal care) from a registered charity do not 
need to report this assistance as income 
and thus do not pay income tax on it. 
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While the legal framework has seen some 
significant improvements, one noteworthy 
drawback occurred when the Cabinet of 
Ministers passed resolution 153 regulating 
foreign assistance in Ukraine. This resolu-
tion may well increase government over-
sight over donor programs and thus the 
Ukrainian NGOs that receive grants from 
donors. Implementation of this resolution 
is just beginning, so the actual impact re-
mains unknown. Donors are pressing the 
GOU to repeal it.  
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Due in large part to donor support, local 
legal capacity in Third Sector issues is 
growing, but remains concentrated in Kyiv 
and oblast centers. Many legal aid clinics 
exist throughout the country providing ser-
vices, often pro bono, that NGOs may util-
ize. However, the need for assistance re-
mains great since many NGOs operate on 
a shoe-string budget and involve little if 
any full time professional staff.  
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Leading NGOs realize that they must col-
laborate to improve the legal environment, 
as was discussed at two “Civic Forums” 
this year involving over 400 NGOs. Yet, a 
strong coalition working on these issues 
has yet to emerge. 
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Overall, NGOs remain free to operate 
within the law. Visits by the tax authorities 
or other government inspection bodies to 
NGOs are not uncommon, although the is-
sue is not unique to the Third Sector; the 
business community faces similar prob-
lems. Harassment increased in the lead up 
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to the March 2002 elections for those 
groups most actively involved in promoting 
fair elections. Yet, generally, the scope of 
this problem has not changed much from 

previous years – which is of note since this 
was an election year during which many 
had expected the situation to seriously de-
teriorate. 

  
 
ORGANIZATIONAL CAPACITY: 3.5 
 
Problems common to NGOs in other 
struggling democracies also exist in 

Ukraine. The 
majority of NGOs 
in Ukraine are 
small local 

organizations, 
often isolated. 
Competition for 
funding and 
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improvements in organizational capacity. 
The need for strategic planning, 
membership/ constituency outreach and 
stronger internal management has slowly 
been digested, resulting in increased 
demand for such services, which 
previously were largely donor driven. A 
growing number of NGOs have paid 
professional staff and are paying payroll 
taxes for those employees. Increasingly, 
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insufficient 
ooperation with other groups persist. Elite 
roups often do not have wide outreach 
nd few organizations in Ukraine have 
etailed plans for recruiting members 
nd/or volunteers. Strong constituency 
uilding and membership services are 
equently lacking. Furthermore, many 
GOs continue to operate without a 
ivision of responsibilities between the 
oard of directors and staff members. 
ighly centralized and personalized 
adership structures remain the norm.   

espite these limitations, past investments 
ore fruit this year as experts witnessed 

job descriptions, timelines and other tools 
are being used to better manage 
operations. In addition, more NGOs are 
seeking to better use their boards and, 
when appropriate, are inviting government 
officials to serve as board members. As 
previously reported, most “active” NGOs 
have basic office equipment and 
increasingly access the Internet, be it 
through their office, Internet cafés or other 
means. Much progress remains, but a 
healthy share of the NGO community 
seems to be turning a corner – realizing 
the need for professionalism and slowly 
applying tools to be so. 

INANCIAL VIABILITY: 5.0 

s in past years, dependence on 
ternational donors remains extremely 

high for most NGOs. 
While the overall 
economic situation 
in Ukraine has been 
improving over the 
past two years, the 
vast majority of the 
population has little 

 c
dv

Nevertheless, increasingly, NGOs are 
providing cost-share – usually in-kind 
contributions – in proposals, although 
often at the behest of donors. Leading 
NGOs have been successful in 
diversifying their funding base – even think 
tanks that often struggle for funding. They 
may, however, remain predominantly 
reliant on one or two foreign donor 
sources. A few groups working on 

 
FINANCIAL
VIABILITY 

 
2002  5.0 
2001  5.0 
2000  5.0 
1999  5.0 
1998  4.6 
money to contribute 
harity work, professional associations, 
ocacy groups, or community projects. 

charitable causes have achieved greater 
success in raising domestic funding; social 
sector organizations are more likely to be 
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successful in raising funds in a way that 
will not negatively impact their activities. 
The same cannot be said for public policy 
or civic action groups for whom 
acceptance of local funds in many 
instances means a loss of political 
independence or jeopardizes the public 
perception of political independence. 
 
The number of NGOs earning income 
through social enterprises remains small. 
As noted earlier, there is not a broad 
understanding within the Third Sector on 
how to run social enterprises within the 
laws and regulations; most NGO activists 
believe that this cannot be done. All active 
NGOs are under pressure to demonstrate 
accountability and careful record keeping -
- not just by foreign donors, but also by the 
tax authorities. Yet, independent financial 
audits and publication of annual reports 

that include financial statements are 
extremely rare.  
 
While the financial viability of NGOs has 
not dramatically changed in the last year, it 
is noteworthy that groups are asking for 
more training in this area and more 
developed groups are moving from re-
actively responding to donors’ tenders or 
anxiously searching for any kind of funding 
even if the activities were not within one’s 
scope. Rather, these more savvy NGOs 
are promoting their services and seeking 
to define their agenda for donors, as 
opposed to letting their agenda be defined 
by donors. In addition, there is a slow 
growth in the number of government 
bodies that allow for NGO participation in 
government tenders. The practice is not 
yet widespread, but the trend is moving in 
a “healthy” direction. 

 
 
ADVOCACY: 3.5 
 
Here too Ukraine has seen some slight 
progress. Lines of communication among 
NGOs and between civil society and gov-

ernment have im-
proved. Even during 
the hotly contested 
2002 parliamentary 
elections, the Central 
Election Commission 
felt impelled to organ-
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While such mutual support is now fre-
quently witnessed, coalition skills sector-
wide still require improvement. It can still 
be said that NGOs are often more suc-
cessful at conducting awareness cam-
paigns to raise the visibility of their issues 
than at national-level advocacy focusing 
not only on legal and regulatory reforms 
but also the implementation of laws and 
regulations. While leading groups may in-
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ize an advisory board 
t involved a number of leading NGOs 
h substantive experience in this area 
d brought meaningful issues to the 
ard for discussion and review. On the 
al level, most NGOs are at least 
mewhat effective at communicating 
h government and initiating policy 
ange. Local government even occa-
nally turns to local well-known, effec-
 NGOs for policy advice. Organiza-

ns are pro-actively sharing information 
d referring people to other groups when 
y cannot help – helping to strengthen 
 initiatives of fellow NGOs.  

creasingly seek to work in coalitions, the 
difficult task with effectively managing 
such initiatives is still being mastered – 
i.e. managing personality issues, multi-
organizational funding, enforcing respon-
sibilities. For less developed organiza-
tions, the need to build coalitions is not 
universally understood.  
 
Nevertheless, there have been some ad-
vocacy campaigns and coalitions on such 
issues as elections, freedom of speech, 
and Third Sector laws and regulations. 
There is a growing understanding among 
NGOs about the need to address the le-
gal framework regulating NGO issues, as 
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evidenced by the fact that this matter was 
a central issue at the first and second 
“Civic Forum” which brought together 
over 400 NGOs from across the country. 
As mentioned, a group of about 10 NGOs 
have continued to lobby over the past 
year for legislative reform related to NGO 
issues. Beyond the impact of NGOs 
learning to effectively cooperate with one 
another through the various coalitions that 
emerged, results were seen in govern-
ment decision making too. For instance, a 

well-meaning but technically weak law on 
political advertising and another on elec-
tion debates were blocked, in part due to 
vibrant civic initiatives. Leading think 
tanks continue to gain access to govern-
ment officials at the national level and 
feed their research into the policy proc-
ess. Some professional associations, 
such as those of taxpayers, libraries, and 
businesses, have also been successful in 
their advocacy efforts. 

 
 
SERVICE PROVISION: 3.0 

Ukraine’s Third Sector held its ground over 
the past year, maintaining previous ac-
complishments related to service provi-
sions and making some micro-

improvements that 
may pave the way for 
more significant de-
velopments in future 
years. Numerous or-
ganizations provide 
services in different 
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cials, subject experts, other NGOs and the 
public. However, groups could do more to 
consult with constituencies when design-
ing strategic plans and activities. Although 
it is not yet a pervasive practice for NGOs, 
think tanks, academia, church groups and 
government to routinely reach out to one 
another, this does occur on occassion, for 
example, between think tanks and acade-
mia that may cooperate and then invite 
relevant NGOs and government officials to 

 

SERVICE 

PROVISION
 

2002  3.0 
2001  3.0 
2000  4.0 
1999  2.5 
areas such as educa-
 democracy, environmental protection, 
l consulting, training, empowerment, 
training and health. These groups op-
e throughout Ukraine and target a 
 range of demographic groups. De-

dency on donor funding impacts what 
ices are provided, but NGOs have 
n able to secure continued funding. 
s, Ukraine’s NGOs are meeting the 
ds of a broad spectrum of constituents, 
ugh funding limitations hamper 
s’ ability to more completely respond 

e depth of community needs. 

 concepts of clientele and constituen-
 are somewhat better understood now, 
videnced by workshops and publica-
 which reach out to government offi-

review their research.  
 
Cost recovery remains problematic as dis-
cussed earlier and thus experience in 
charging for services remains limited. 
NGOs have successfully won contracts 
from local government to provide social 
services to the wider population and the 
number of localities allowing NGOs to bid 
on tenders is slowly growing. While there 
are national laws and regulations on pro-
curement and grant making as well as by-
laws in a few cities, the emerging practice 
of NGOs receiving government contracts 
or grants is not well publicized nor have 
lessons learned for government and the 
Third Sector been well documented and 
widely shared. 
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INFRASTRUCTURE: 3.5 

Indigenous organizations have strength-
ened their efforts to support the Third Sec-
tor. Over the past year, ISOs have contin-

ued to provide 
high quality basic 
training and other 
services and sev-
eral groups are 
now providing 

o
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well and some organizations are using the 
Internet to improve their activities. Access, 
however, is often through employers, 
Internet cafes or various types of resource 
centers, not necessarily within NGO of-
fices. Unfortunately, much of this infra-
structure requires continued donor fund-
ing. Local grant-making capacity is very 
limited. Indigenous foundations are rare; 
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advanced training 
n NGO development topics and sector-
pecific topics. Donors now rely largely on 
uch groups rather than international 
ainers. In addition, the practice of NGOs 
aying for training is slowly emerging and 
ven groups that cannot necessarily afford 
 pay may state their understanding of 
hy fees need to be instituted. Internet 
ccess is growing as 

capacity that does exist is the result of a 
few organizations receiving awards from 
donors to implement re-granting programs.  
 
There are many instances of NGOs work-
ing with one another as well as with gov-
ernment and the media, both formally and 
informally. More work remains to be done 
in this area, however, particularly given 
competition over funding. 

UBLIC IMAGE: 5.0 

hile Ukraine’s Third Sector has made 
ome important strides recently, public 
wareness and participation remains very 

low. The average 
Ukrainian may know 
of a local charity and 
commend its effort, 
but not understand 
the broader role of 
civic organizations, 
particularly in terms 
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media outreach. Some groups are 
cooperating with journalists or producing 
newsletters. NGOs do seem to receive 
more media coverage, particularly during 
the pre-election period. The tone of 
coverage varies but many times is 
positive. Nevertheless, media outlets are 
facing heavy political pressure and are 
not free to report NGO activities or any 
news as they see fit. NGOs themselves 
understand the need to communicate with 
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of representing 
ns’ interests and engaging govern-

t. Government and business may 
 a positive perception of NGOs 
iding social services, but do little to 
 Generally speaking, other types of 
s (e.g. advocacy and public policy 
ps) are less positively viewed, 
ugh government officials and 
ess representatives are starting to 

h out to the Third Sector, more 
only at the local level. The practice 

 from universal.  

nizations are strengthening their 

reporters and the public and thus try to 
hold press conferences, but more 
sophisticated plans for public outreach 
and communications are wanting.  
 
Self-regulation of the NGO sector is lack-
ing, although a handful of NGOs recog-
nize the need for transparency, a code of 
ethics, annual reports with budget infor-
mation and other tools to strengthen Third 
Sector credibility. The greatest hurdle for 
these forward-leaning groups to over-
come is that in Ukraine’s politicized envi-
ronment many NGOs fear transparency of 
operations and finances. 
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